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. OATH OR AFFIRMATION

I, Barry Misbin , swear {or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

The Capital Group Securities, Inc. , as
of 12/31 ,20 06 are true and correct, I further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account
classified solely as that of a customer, except as follows:

None

(_2“’7\.@_:9—-—

k-/Signatmre

Prisident—

Title

e ey,

¥

Notary|Public ul

This report ** contains (check all/applicable boxes):

B} (a) Facing Page.

K1 (b) Statement of Financial Condition.

§d (c) Statement of Income (Loss).

kI (d) Statement of Changes in Financial Condition.

K] (e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

O (f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

K] (g) Computation of Net Capital.

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

Kl (i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

O G) A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

O (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation. '

@ () An Oathor Affirmation.

OO (m) A copy of the SIPC Supplemental Report.

O (n) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

¥4 For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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Caver CAccia LLp

Certified Public Accountants and Business Consultants

INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL REQUIRED BY
SECURITIES AND EXCHANGE COMMISSION RULE 17a-5 FOR A BRO
CLAIMING AN EXEMPTION FROM SEC RULE 15¢3-3

To the Board of Directors and Stockholders
of The Capital Group Securities, Inc.
Cranston, Rhode Island

g

of The Capital Group Securities, Inc. (the Company), as of and for the year end&d December 31,
2006, in accordance with auditing standards generally accepted in the United States of America, we
considered the Company’s internal control over financial reporting (internal control) as a basis for
designing our auditing procedures for the purpose of expressing our opinion on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the Company’s
internal control. Accordingly, we do not express an opinion on the effectiveness of the Company's
internal control.

Also, as required by rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC), we
have made a study of the practices and procedures followed by the Company including consideration
of control activities for safeguarding securities. This study included tests of such practices and
procedures that we considered relevant to the objectives stated in rule 17a-5(g) in making the periodic
computations of aggregate indebtedness (or aggregate debits) and net capital under rule 17a-3(a){(11)
and for determining compliance with the exemptive provisions of rule 15¢3-3. Because the Company
does not carry securities accounts for customers or perform custodial functions relating to customer
securities, we did not review the practices and procedures followed by the Company in any of the
following:

1. Making quarterly securities examinations, counts, verifications, and comparisons and
recordation of differences required by rule 17a-13.

2. Complying with the requirements for prompt payment for securities under Section 8 of
Federal Reserve Regulation T of the Board of Governors of the Federal Reserve System.

The management of the Company is responsible for establishing and maintaining intemal
contro! and the practices and procedures referred to in the preceding paragraph. In fulfilling this
responsibility, estimates and judgments by management are required to assess the expected benefits
and related costs of controls and of the practices and procedures referred to in the preceding
paragraph and to assess whether those practices and procedures can be expected to achieve the
SEC's above-mentioned objectives. Two of the objectives of internal control and the practices and
procedures are to provide management with reasonable but not absolute assurance that assets for
which the Company has responsibility are safeguarded against loss from unauthorized use or
disposition and that transactions are executed in accordance with management's authorization and
recorded properly to permit the preparation of financial statements in conformity with generally
accepted accounting principles. Rule 17a-5(g) lists additional objectives of the practices and

procedures listed in the preceding paragraph.

405 Promenade Street, Providence, RI 02908 (401) 421-7700 FAX (401) 421-5252
100 Plazo Center 68 Cumberland Street, Woonsocket, RI 02895 (401) 766-8100



Because of inherent limitations in internal controf and the practices and procedures referred to
above, error or fraud may occur and not be detected. Also, projection of any evaluation of them to
future periods is subject to the risk that they may become inadequate because of changes in
conditions or that the effectiveness of their design and operation may deteriorate.

A control deficiency exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent or
detect misstatements on a timely basis. A significant deficiency is a control deficiency, or combination
of contro! deficiencies, that adversely affects the entity’s ability to initiate, authorize, record, process,
or report financial data reliably in accordance with generally accepted accounting principles such that
there is more than a remote likelihood that a misstatement of the entity's financial statements that is
more than inconsequential will not be prevented or detected by the entity's internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that
results in more than a remote likelihood that a material misstatement of the financial statements will
not be prevented or detected by the entity’s internal control.

Our consideration of internal control was for the limited purpose described in the first and
second paragraphs and would not necessarily identify all deficiencies in internal control that might be
material weaknesses. We did not identify any deficiencies in internal control and control activities for
safeguarding securities that we consider to be material weaknesses, as defined above.

We understand that practices and procedures that accomplish the objectives referred to in the
second paragraph of this report are considered by the SEC to be adequate for its purposes in
accordance with the Securities Exchange Act of 1934 and related regulations, and that practices and
procedures that do not accomplish such objectives in all material respects indicate a material
inadequacy for such purposes. Based on this understanding and on our study, we believe that the
Company's practices and procedures, as described in the second paragraph of this report, were
adequate at December 31, 2006, to meet the SEC’s objectives.

This report is intended solely for the information and use of the Board of Directors,
management, the SEC, the National Association of Securities Dealers, Inc., and other regulatory
agencies that rely on rule 17a-5(g) under the Securities Exchange Act of 1934 in their regulation of
registered brokers and dealers, and is not intended to be and should not be used by anyone other

than these specified parties.
dwj}q &wﬂ P LLp-

February 12, 2007
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Caver CACCIA LLP

Certified Public Accountants and Business Consultants

INDEPENDENT AUDITOR’'S REPORT

To the Board of Directors and Stockholders
of The Capital Group Securities, Inc.
Cranston, Rhode {sland

We have audited the accompanying statements of financial condition of The Capital Group
Securities, Inc. (a Rhode Island S-Corporation) ( the Company) as of December 31, 2006 and 2005, and
the related statements of operations, changes in stockholders’ equity, and cash flows for the years then
ended that you are filing pursuant to rule 17a-5 under the Securities Exchange Act of 1934. These
financial statements are the responsibility of the Company’s management. Our responsibility is to express
an opinion on these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An audit includes
consideration of internal control over financial reporting as a basis for designing audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the Company's intemal control over financial reporting. Accordingly, we express no such opinion. An audit
also includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements, assessing the accounting principles used and significant estimates made by management, as
well as evaluating the overall financial statement presentation. We believe that our audits provide a
reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of The Capital Group Securities, Inc. as of December 31, 2006 and 2005, and the results
of its operations and its cash flows for the years then ended in conformity with accounting principles
generally accepted in the United States of America.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements
taken as a whole. The information contained in Schedules |, I, lll, and IV is presented for purposes of
additional analysis and is not a required part of the basic financial statements, but is supplementary
information required by rule 17a-5 under the Securities Exchange Act of 1934. Such information has been
subjected to the auditing procedures applied in the audit of the basic financial statements and, in our
opinion, is fairly stated in all material respects in relation to the basic financial statements taken as a whole.

&'«y«faw‘a, Lf.

405 Promenade Street, Providence, R1 02908 (401) 421-7700 FAX (401) 421-5252
100 Ploza Center 68 Cumberlond Street, Woonsocket, RI 02895 (401) 766-8100
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THE CAPITAL GROUP SECURITIES, INC.

STATEMENTS OF FINANCIAL CONDITION
DECEMBER 31, 2006 AND 2005

Current assets:
Cash and cash eqUIVAIBNES..........co.c..o.oiiieieeeoeeeeee e
Deposits with clearing organization
Commissions receivable

Total current assets

TOTAL ASSETS

Stockholders' equity:

Common stack, no par value, authorized 2,000 shares, issued and outstanding 100
shares

SEE NOTES TO FINANCIAL STATEMENTS.

2006 2005
$ 25833  $ 22,573
28,105 26,992
92,046 88,285
145,984 137,850
§145,984  $137,850
$ 6200 § 5.900
6,200 5,900
50,000 50,000
52,000 52,000
37,784 29,950
139,784 131,950
$145984  $137.850




IHE CAPITAL GROUP SECURITIES, INC.

STATEMENTS OF OPERATIONS
YEARS ENDED DECEMBER 31, 2006 AND 2005

2006 005
Revenue:
ComMMISSION INCOME........ooi ittt $854,529 $734.758
Expenses:
COMPENSAtION ... e e 550,000 380,000
AdMINIStrative and OCCUPANCY .............euereieeeeeeeeeeeee e ees et eeseoeeeeeee oo 180,000 180,000
ProfesSiONal fEES..........cceit et 7,200 5,800
LiCeNSES AMd PEIMILS .........c.. ettt eeae oo oo e et 5,115 4,240
OtNET @XPENSES ...ttt s oot 493 1,373
TOtAl @XPONSES ... e et 742 808 571,513
INCOME from OPErationsS ...................c.....ooooeeeeoeeeeeeeeeeeeeee e 111,721 163,245
Other income:
INEEIESE IMCOME. ...t e 1.113 608
NELINCOM@. ...ttt e, $112.834  $163,853
<

SEE NOTES TO FINANCIAL STATEMENTS.




IHE CAPITAL GROUP SECURITIES, INC.

STATEMENTS OF CHANGES IN STOCKHOLDERS' EQuITY
YEARS ENDED DECEMBER 31, 2006 AND 2005

SEE NOTES TO FINANCIAL STATEMENTS.

Common Additional Retained
Stock Paid-in- Earnings
Shares Amount Capital (Deficit) Total

Balance at December 31, 2004....... . . 100 $50,000 $52,000 $(43,903) $ 58,097
Netincome ........c.oooeoooooiveeo 163,853 163,853
Distributions to stockholders.................. (90,000} (90,000)
Balance at December 31, 2005........... . 100 50,000 52,000 29,950 131,950
Netincome ... 112,834 112,834
Distributions to stockholders.................. (105,000) (105,000)
Balance at December 31, 2006.......... .. 100 $50,000 $52,000 $37.784 $139,784




IHE CAPITAL GROUP SECURITIES, INC,

STATEMENTS OF CASH FLOWS
YEARS ENDED DECEMBER 31, 2006 AND 2005

2008 200
Cash flows from operating activities:
NEBEINCOME ..ottt v et $112,834 -$163,853
Adjustments to reconcile net income to net cash provided by operating activities:
Changes in assets and liabilities:
(Increase) decrease in COMMISSIONS reCeIVADIE............o..o.ovovoeeeeeeeeeeeeeeeeeev . (3,761) 373
Increase in acCOUMS PAYADIE ...........c.ouii it 300 0
Decrease in COMMISSIONS PAYADIE ...........o.o oot 0 (85,997)
Increase in deposits with clearing organization ..o eeceeerres e erens {1,113) {609)
Net cash provided by operating activities.....................cc.cocooeeeeoeeeeeoeoeeeee, 108.260 77,620
Cash flows from financing activities:
Distributions t0 StOCKNOIAETS ...........veiiiriec e eeeees e (105,000) {80,000)
Net cash used for financing activities ..................c...cccoocoeoeeveeeeeeeoeoeeee oo (105,000} {90,000)
Net increase (decrease) in cash and cash equivalents......................c...cocoooeeeeeveso, 3,260 (12,380)
Cash and cash equivalents, beginning Of YEar...............c.c.cocooeeeoeeeeoeeeoooeooe, 22,573 34 953
Cash and cash equivalents, @end Of YE&ar.................cccocoovovooeeeoeeeeeeeeeeeoeee, $ 26833  $22573

SEE NOTES TO FINANCIAL STATEMENTS.




IHE CAPITAL GROUP SECURITIES, INC.

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2006 AND 2005

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Nature of Operations

The Company operates primarily throughout Rhode Island as a broker-dealer, registered with the
Securities and Exchange Commission under Section 15 of the Securities Exchange Act of 1934,
Revenue Recognition

Securities transactions and related commission revenues and expenses are recorded on a settlement
date basis,
Cash and Cash Equivalents

For purposes of the Statement of Cash Flows, the Company considers all cash accounts, which are
not subject to withdrawal restrictions or penalties, and highly liquid debt instruments with a maturity of three
months or less to be cash equivalents.

Commissions Receivable

No allowance for doubtful accounts is deemed necessary by management.

Financial Instruments

The carrying amount of the Company’s financial instruments, which includes cash, cash equivalents,
commissions receivable, and accounts payable approximate their fair value at the statement of financial
position date due to their short-term nature.

Income Taxes

The Company has elected to be taxed under the provisions of subchapter S of the Internal Revenue
Code. Under those provisions, the Company generally will not pay corporate income taxes on its taxable
income. Instead, the shareholders are liable for income taxes on the Company's taxable income as it affects
the shareholders’ individual income tax returns.

Useo of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect the reported amounts of assets and
liabilities as of the date of the financial statements and the reported amounts of revenues and expenses
during the reporting period. Actual results could differ from those estimates.

(CONTINUED)




IHE CAPITAL GROUP SECURITIES, INC.

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2006 AND 2005

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES ( Continued)

Reclassifications

Certain reclassifications have been made to the 2005 financial statements to conform to the
classifications used in the 2008 financial statements.

TRANSACTIONS WITH RELATED PARTIES

Effective January 1, 2005, the Company entered into an expense sharing agreement with The Capital
Group Financial Advisors, Inc. whereby the Company pays the monthly sum of $15,000 in the form of a
management fee in consideration of rent, utilities, administrative salaries, and other general and
administrative expenses paid on behalf of the Company. The shareholders of The Capital Group Financial
Advisors, Inc. own 100% of the outstanding stock of the Company. In addition, the Company agrees to pay
the monthly sum of $20,000 in consideration of officers' salaries to The Capital Group Financial Advisors, Inc.
The Company may pay, on a monthly, quarterly, or annual basis, a bonus for officers' salaries. For the years
ended December 31, 2008 and 2005, total compensation including bonuses totaled $550,000 and $380,000,
respectively.

NET CAPITAL REQUIREMENTS

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule (SEC
Rule 15¢3-1), which requires the maintenance of minimum net capital and requires that the ratio of aggregate
indebtedness to net capital, both as defined, shall not exceed 15to 1.

The Company's net capital as computed under 15¢3-1 was $47,176 at December 31, 2006 which
was $42,176 in excess of the $5,000 required net capital amount. The ratio of aggregate indebtedness to net
capital at December 31, 2006 was 0.13 to 1.

The Company's net capital as computed under 15¢3-1 was $43,124 at December 31, 2005 which
was $38,124 in excess of the $5,000 required net capital amount. The ratio of aggregate indebtedness to net
capital at December 31, 2005 was 0.14 to 1. At December 31, 2005, management inadvertently included a
nonaliowable asset as part of its net capital. Management has restated both its net capital and its ratio of
aggregate indebtedness to net capital by filing an amended FOCUS report. ‘

CONCENTRATIONS OF CREDIT AND ECONOMIC RISK

The Company is engaged in various trading and brokerage activities whose counterparties primarily
include various financial institutions. In the event counterparties do not fulfill their obligations, the Company
may be exposed to risk. The risk of default depends on the creditworthiness of the counterparty or issuer of
the instrument. It is the Company's policy to review, as necessary, the credit standings of each counterparty
with which it conducts business.

(CONTINUED)




IHE CAPITAL GROUP SECURITIES, INC.

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2006 AND 2005

4.

CONCENTRATIONS OF CREDIT AND ECONOMIC RISK (Continued)

The Company maintains cash deposits at various financial institutions. The Company has not
experienced any losses in such accounts and does not believe it is exposed to any significant credit risk with
its cash deposits, which at times may exceed federally insured limits.

At December 31, 2006, the carrying amount of the Company's deposits was $25,833 and the bank
balance was $88,333, of which the entire amount was covered by federal depository insurance.

At December 31, 2005, the carrying amount of the Company'’s deposits was $22,573 and the bank
balance was $22,573, of which the entire amount was covered by federal depository insurance.

COMMITMENTS

On October 13, 2000, the Company entered into an agreement with a clearing organization whereby
the clearing organization offers certain clearing, execution, and related services for transactions in securities.
The agreement stipulates that the Company will maintain a $25.000 escrow deposit, rising to $50,000 one
year following the date of the agreement. At December 31, 2006 the clearing organization has not requested
this increase. The balance on deposit at December 31, 2006 totaled $28,105, resulting in a difference of
$21,895. In the event of termination of its agreement with the clearing organization, the Company will be
charged for the actual cost of the transfer but not less than $7,500.

MAJOR VENDORS
For the year ended December 31, 2006 the Company received 67% of its commission income from

five different vendors. For the year ended December 31, 2005, the Company received 59% of its income
from four different vendors.

(CONCLUDED)
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SCHEDULE |
IHE CAPITAL GROUP SECURITIES, INC,
COMPUTATION OF NET CAPITAL UNDER
RULE 15¢3-1 OF THE SECURITIES AND EXCHANGE COMMISSION
DECEMBER 31, 2006 AND 2005
2006 2005
As Restated

Net capital:

COMIMION SLOCK ...ttt ettt ettt bt e sen e ene e $ 50,000 $ 50,000

-Additiona! paid-iN-Capital ..............ccoiiiiiriici et 52,000 52,000

Ret@iNed @arNINgS ........cocoieicii ettt 37,784 29.950

TORAL ...ttt 139,784 131,950

Adjustments to net capital:

NONAMOWADIE @SSEL........cooieii i eeee e (92,0486) (88,285)

HBITCULS ..ottt ettt e eeaeree s (562) {541)

Netcapital, as defined ..o et $ 47176 $ 43,124

Aggregate indebtedness:

ACCOUNTS PAYADIR.........ocoiii ettt et s e e $ 6200 $ 50900

Total aggregate indebtedness .......................ccccoieeeieceeieceee e $_6200 $ 5900

Capital reQUITEMENTS ..............c.ccouieeeeicci i et ettt st e e se e erons $ 5000 $ 5,000
Net capital in excess of requirement .....................cccooooeiiieiniiioniee e $ 42176 $ 38,124
Ratio of aggregate indebtedness tonetcapital.......................cccccoooveevivinieeen. 0.13t01 0.14 to 1
Reconciliation with the Company’s computation {included in Part Il of

Form X-17A-5) as of December 31:

Net capital, as reported in the Company's Part 1A (Unaudited) FOCUS Report ............ $ 47,176 $ 137,309

Net audit adiustments ... et 0 {94.185)
NEt CBPIAl PEF ABOVE............ooecee e oeseeees e e $ 47,176 $ 43.124

SEE INDEPENDENT AUDITOR'S REPORT.
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IHE CAPITAL GROUP SECURITIES, INC.

COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS
UNDER RULE 15¢3-3 OF THE SECURITIES AND EXCHANGE COMMISSION
DECEMBER 31, 2006 AND 2005

The Capital Group Securities, Inc. is exempt from the reserve requirements of Rule 15¢3-3 as its transactions
are limited such that they do not handle customer funds or securities. Accordingly, the computation for determination
of reserve requirements pursuant to Rule 15¢3-3 and information relating to the possession or control requirements
pursuant to Rule 15¢3-3 are not applicable,

SEE INDEPENDENT AUDITOR'S REPORT.
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IHE CAPITAL GROUP SECURITIES, INC.

INFORMATION RELATING TO POSSESSION OR CONTROL
REQUIREMENTS UNDER RULE 15¢3-3 OF THE SECURITIES AND EXCHANGE COMMISSION
DECEMBER 31, 2006 AND 2005

The Company had no items reportable as customers’ fully paid securities: (1) not in the Company's
possession or control as of the report date (for which instructions to reduce to possession or control had been issued
as of the report date but for which the required action was not taken by the Company within the time frames specified
under Rule 15¢3-3) or (2) for which instructions to reduce to possession or control had not been issued as of the
report date, excluding items arising from “temporary lags which result from normal business operations” as permitted
under Rule 15¢3-3.

SEE INDEPENDENT AUDITOR'S REPORT.
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THE CAPITAL GROUP SECURITIES, INC.

SCHEDULE OF SEGREGATION REQUIREMENTS AND FUNDS
IN SEGREGATION FOR CUSTOMERS’ REGULATED
COMMODITY FUTURES AND OPTIONS ACCOUNTS

DECEMBER 31, 2006 AND 2005

The Company claims exemption from the segregation requirements of the Commodities Futures Act since it
has no commodity customers as the term is defined in Regulation .3(k).

SEE INDEPENDENT AUDITOR'S REPORT.
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